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n John Steinbeck's poignant novella, The 
Pearl, a poor Mexican fisherman, Kino, 
discovers to his dreadful cost the I
devastating power of natural wealth. He finds 
a huge pearl and begins to ponder how wide 
his horizons have broadened, as he would now 
be able to have a better life and send his son to 
school.  Nonetheless, instead of wealth and 
prosperity, his treasure ultimately brings him 
much evil. Quoting from the book, “all manner 
of people grew interested in Kino – people 
with things to sell and people with favours to 
ask. Every man suddenly became related to 
Kino's pearl, and Kino's pearl went into the 
dreams, the speculations, the schemes, the 
plans, the futures, the wishes, the needs, the 
lusts, the hungers of everyone, and only one 
person stood in the way and that was Kino.” 
In the quote above, if we were to replace 
“Kino” with “Africa” and “pearl” with “mineral 
resources,” Steinbeck's story suddenly points 
to an all-too-familiar and distressing reality in 
Africa. As the story goes, the local pearl buyers 
conspire to cheat him, pretending that its 
value was insignificant, causing him to leave 
town to go to the big city to sell the pearl 
himself. En route, however, robbers follow 
him and, while hounding him for the pearl, kill 
his son. Kino's newfound treasure is unique 
and irreplaceable, becoming more important 
than life. But in the end, it becomes worthless. 
Many African countries, blessed with rare and 
precious minerals, often find themselves 
worse off for having found them. Like Kino's 
pearl, the discovery of oil or diamonds in the 
African continent has induced envy and greed. 
It has turned international (and local) traders 
into robbers and corporate executives into 
bounty hunters, encouraging rivalry over 
cooperation, and often  causing more harm 
than good to the citizens of resource-rich 
countries. 
The idea that mineral resources might be 
more trouble than they are worth, until fairly 
recently, was an unpopular belief. Aside from a 
fairly small coterie of development 
economists, few are abreast of all the research 
surrounding the so-called “resource curse.” 
But as we witness the corrupting power of 
mineral-resource wealth, graphically shown 
in movies like Blood Diamond, (set during 
Sierra Leone's civil war in the 1990s, which 
turned the country into one of the most 
deprived nations on earth), it is not difficult to 
accept the veracity of such a curse. 
Undeniably, oil and diamonds have often 
proved to be worth less than nothing, at least 
for most of the people of the countries in 
which they are produced and mined. Yet some 
countries have been able to successfully 
manage their mineral wealth, and not just 
those that were already rich, peaceful and well 
governed before the discovery of mineral 
resources. We must, therefore, be careful not 
to allow excessive optimism to give way to 
thoughtless pessimism. In my opinion, while 
extractive industries, such as oil, gas, and 
mining, as they are rather prosaically called, 
have frequently been handled poorly, they 
can, nonetheless, be managed well. 
Norway, for instance, is an economy 
enriched by oil; it is the world's fifth-biggest 
oil exporter, outranking Nigeria and Kuwait, 
and among the five wealthiest economies on 
the planet, in terms of income per capita. 
Although Norway began oil production since 
the early 1970s, only recently has its oil 
become of great value, at which point Norway 
was already a rich economy.  Norway's key to 
success was that the contribution of natural 
resources was not measured purely in the jobs 
and income that came from extracting them; 
rather, it provided the first link in an extensive 
economic supply chain, where more and more 
value was added to the raw material, as the 
initial product was processed or used as a 
single input in a larger process, thereby 
extrapolating its initial economic value. 
Conversely, diamonds extracted from West 
African mines have for centuries been cut in 
Antwerp, Belgium or Amsterdam and more 
recently in India, which is becoming a global 
centre for cutting and polishing gems. 
Despite sourcing large quantities of 
diamonds, however, western Africa has yet to 
become a centre of significant value-adding 
processes in the diamond industry. Africa is 
still struggling to capture the most basic stages 
of mineral resource production when in fact it 
should be developing value-adding supply 
chains that could employ African workers, 
thereby retaining the value of such resources 
in the continent as much as possible. 
But why isn't Africa effectively using its 
mineral resources? In my opinion, it starts 
with the nature of extractive industries, which 
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sensible route is to 
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productive capacity.
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tends to benefit only a few workers. The 
majority of countries that have been able to 
rapidly reduce poverty did so with labour-
intensive mass-production industries 
providing a large number of low-paying or 
medium-paying jobs, such as the East Asian 
tiger economies, which started with clothing 
production. 
African countries could follow the same 
path. Unlike extractive industries where the 
process tends to be very capital-intensive, 
employing many more machines than people, 
the only capital equipment required for a 
garment factory is a building and some sewing 
machines. The remainder comes down to the 
skill, time and effort of the workers. Oil and 
gas extraction generally requires giant, high 
technology drills, offshore platforms and vast 
systems of pipelines operated by a relatively 
small number of employees with special skills. 
In addition, large commodity-exporting 
industries very often prevent jobs from being 
created to the rest of the economy, leading to 
the so-called “Dutch disease” phenomenon. 
In the mid-1970s, when the soaring price of oil 
and gas made the Netherland's natural gas 
deposits into a valuable export, it attracted 
large inflows of capital into the country from 
all over the world, where dollars, francs, 
deutsche marks and yen were converted into 
guilders, the Dutch national currency before 
the advent of the euro, causing the exchange 
rate to rise and other Dutch products too 
expensive to export. 
Such patterns have repeated themselves 
with much direr consequences in emerging 
and frontier markets. In Zambia, the 
discovery of minerals, or even a surge in their 
price, has led to collapses in agriculture, 
which became unprofitable for the same 
reason natural gas hurt the rest of the Dutch 
economy. Take Saudi Arabia, for example, 
with a per capita annual income of about USD 
18,000, in the top third of global rankings, but 
with a true unemployment rate of about 25 
percent. While the Dutch disease is a purely 
economic manifestation of the resource curse, 
we must also consider the political dimension 
to the overbearing dominance of a single, 
limited commodity, as it has the potential to be 
even more inimical to development than the 
economic ramifications.
Generally, no country in Africa can get rich 
from possessing only a mineral resource and 
nothing else. It is highly counterproductive if 
oil or diamonds do not just make other 
activities unprofitable but also adversely 
affect the entire mind-set of the country and 
the motivations that spur people and 
businesses to engage in the economy. Oil and 
diamonds frequently lead to bad government, 
corruption and war. As predicted by Juan 
Pablo Pérez Alfonso, the Venezuelan who was 
primarily responsible for the inception and 
creation of Organization of the Petroleum 
Exporting Countries (OPEC), “…twenty 
years from now, oil will bring us ruin. It is the 
devil's excrement. We are drowning in the 
devil's excrement.” It is no coincidence that 
the four longest-serving rulers in Africa, all 
autocrats, are located in oil zones. Their 
governments do little more than keep 
themselves in power, are frequently 
embroiled in armed conflict and certainly 
deliver very little to their citizens. They are 
what the scholar Ricardo Soares de Oliveira, 
from the University of Oxford, calls 
“successful failed states.” 
Another useful, and hence disastrous, 
aspect of mineral possession is that 
governments with natural resources find it 
easier to borrow. It is true that it is difficult to 
seize a state's assets when it defaults on loan 
repayment, though in the past, some vulture 
A victim of an amputation campaign during the diamond-fueled civil war in Sierra Leone between 1991 - 2002 holding a younger boy. 
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funds have succeeded at it. Thus, in effect, 
lenders usually must extend credit without 
collateral to governments. Greedily, they are 
much keener to lend to those they know have 
minerals in the ground which can be sold for 
hard currency. In some cases, borrowing has 
been collateralized directly to the oil revenue, 
meaning that the foreign lender can seize the 
proceeds to ensure repayment. 
Digging and drilling are also often paired 
with sex and drugs, as mining and prostitution 
have long been mutually reinforcing 
companions. Miners are usually relatively 
well-paid men isolated from their wives and 
families. Hence, they are known to engage in 
concurrent sexual relationships, including 
prostitutes, which increasingly means they are 
vulnerable to HIV/AIDS. The Zambian 
copper belt, for example, is suffused with 
prostitution and infection. The nightclubs are 
filled with girls as young as twelve years old 
selling their bodies for a few dollars, generally 
with a dollar or two premium for not using a 
condom. 
While the possession of natural resources 
may sound like an unremitting tale of woes, 
some countries have successfully overcome 
the paradox of plenty and have remained 
immune to both the political and the economic 
Dutch disease. The only way for this to occur, 
however, is if the revenue derived from the 
resource is managed in such a way that it does 
not distort the rest of the economy. In 
addition, the revenue needs to be sufficiently 
fenced off from acquisitive interests and the 
threat of political expropriation. These funds 
need be treated like endowments, not 
windfalls, where spending should flow at a 
rate that can be maintained into the long term 
and invested in making the rest of the 
economy more competitive. Rather than 
handing out permanent subsidies to offset the 
effect on the exchange rate from the mineral 
exports, a more sensible route is to improve 
infrastructure, education, and overall 
productive capacity.
None of these conditions is easy to attain 
and countries that achieve them tend to have a 
huge head start, (i.e. they are already rich from 
other means so the revenue is not the only 
prize on offer). Still, other industries are 
sufficiently profitable. In Norway, oil revenue 
above a certain level is kept in a national giant 
oil stabilization savings fund. The money is 
held in dollars to prevent sudden surges of 
upward pressure on the Norwegian krone and 
released for spending according to projections 
of Norway's future wealth and future needs. 
Chile, the world's largest copper producer, has 
a similar system. The Nigerian government 
also established a fiscal savings framework 
called the Excess Crude Account (ECA) in 
2004 as a buffer against the volatility of oil 
prices in the international oil market. In 2011, 
the Nigeria Sovereign Investment Authority 
(NSIA) was established with a $1 billion seed 
capital invested in the Sovereign Wealth Fund 
the agency manages.   
Some middle-income countries, such as 
Malaysia and Indonesia, both of whom have 
substantial oil and gas deposits, have managed 
to limit the distortion of national politics and 
the economy by natural resources. In their 
cases, autocratic but relatively stable 
governments saw their personal interests as 
vaguely in sync with the wealth of their 
citizens. Malaysia has managed to spend its 
oil revenue according to a national 
development plan rather than splaying it 
around randomly or buying political favours. 
Both Malaysia and Indonesia were also 
relatively successful economies before oil 
arrived. It is not too late for African countries 
with vast mineral wealth to embark on 
rigorous national development plans that will 
benefit their people.    
In Steinbeck's story, after the family has 
been attacked in the night, but before their 
son has been killed, Kino's wife pleads with 
him to throw the pearl back in the sea. “This 
thing is evil,” she cries. “This pearl is like a 
sin! It will destroy us. Throw it away, Kino. 
Let us bury it and forget the place... It has 
brought evil.” He refuses. “This is our one 
chance,” he says. “Our son must go to school. 
He must break out of the pot that holds us in.” 
Logically, Kino ought to have been right. 
But alas he was not. Neither, most of the time, 
are the countries who find that a jewel that 
evokes envy, greed and hatred turns out to be 
not a jewel beyond price but a jewel worth 
less than nothing. 
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